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           FIRST QUARTER 2013 

Target 3 Ended the First Quarter at $86.40/share 
         
                   Year to date:    
 
                                     Target 3:                                    + 3.45%   
                                     S&P 500:                                   +10.56% 
                                     Mid-Cap Value Fund avg.:        +14.31%                     
  

You may obtain the current share price updated weekly (updated by Sat. 12:00 P.M. CST) from our 
website:  

 
On the Web: ChristensenCapital.net, User: T3investor, Pass: T3investor 
 

Results: 
 
Target 3’s returns were affected by the stocks of our smaller companies not keeping up with the 
markets. Interesting how people get excited about the S&P 500 stock averages hitting a new record.  
The markets are at about the same place as 13 years ago. Little progress was made in over a decade.  
Target 3 is up 356% since March of 2000.   This could be the year of the blue chips as interest rates are 
about zero and the stock market seems “safe” now. I can visualize the insurance companies and pension 
funds piling into the markets, they like blue chips.  If I knew this would happen for sure, we would buy 
a leveraged blue chip ETF fund and really make some hay.  Almost every time I try something fancy 
like that, it backfires.  We’ll stick to our knitting instead.  
 
The OK Rodeo at SandRidge 
 
SandRidge Energy, an oil company, is located in Oklahoma City, Ok.  We purchased its stock during 
this first quarter.  Outside investors challenged management in a showdown recently.  
 
Background  
 
Much of the state of Oklahoma (OK) has been vertically drilled for oil since about 1900.  I would 
estimate about 430,000 oil wells have been drilled in OK alone.   So they know where the oil is.  
Recently, with new technology, i.e. horizontal wells and hydraulic fracturing, these wells have become  
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productive again.  Production is up 40% in the last 2 years in OK. Think about the old technology of a 
pipe vertical in 30 feet of oil bearing rock vs. the new technology of 2500 feet of pipe going 
horizontally in a zone of oil bearing rock. In addition, high pressure pumps crack the rocks during the 
fracturing procedure and the amount of surface area for oil to come into the horizontal pipe goes up by 
several orders of magnitude.  The USA is in the middle of another oil rush.  
 
The Story 
 
SandRidge Energy is active in the Mississippi oil basin in northwestern Oklahoma and west Kansas.    
It is the biggest player in the Mississippi basin.  They own leases stretching 230 miles across the oil 
play.   Since they know where the oil is, it’s more a process of drilling and completing the well at the 
lowest possible costs.  Tom Ward is the CEO of SandRidge and he is a hard charging guy with big 
ideas.  The shareholders got tired of Tom Ward’s big spending and recently the shareholders revolted.  
Just two days before the vote to replace him and the whole board, Ward negotiated a settlement that 
replaced 4 members of the board and he, at least temporarily, kept his job.  
 
SandRidge has 4 company jets and a large staff to service the fleet.  SandRidge owns one of the most 
expensive corporate jets, i.e. a Falcon 900 EX.  Tom likes to fly it around: Vegas, FL, etc. So the 
company is in Oklahoma City and the oil fields are a few hours drive and the company owns a Falcon 
900 EX that can fly 4,000 miles at Mach .85?  There are also some concerns with his son’s company 
buying oil leases around SandRidge’s oil leases ahead of SandRidge.  SandRidge has the highest cost 
overhead and some of the highest cost debt in the oil field.    Ward has paid himself about $150 million 
in compensation and the stock is way down. The shareholders have had enough.  I expect Ward to be 
gone by this summer; he won’t like the new board’s crimp on his lavish life style.   
 
The shareholder’s list is quite interesting.  T. Boone Pickens is one of them.  Another firm is 3G that 
worked with Warren Buffett to take Heinz private. Now that the shareholders have control of the 
company, it’s their turn to make it sing.   They will cut costs and hopefully improve efficiency.   My 
hope is that they will continue to drill wells faster: drilling 4 wells without moving the rig, being able to 
drill more zones per well, adding improved pumps, etc.  What I do know is they will be able to cut 
costs!  
 
Boeing (BA) 
 
BA’s new Dreamliner or 787 has seen its share of problems. Recently, they had some overheating 
batteries that grounded the new fleet (46 in service so far).  Boeing has continued to produce the planes, 
but has not been delivering them; they are starting to have parking issues at their plants.  Even with 
these problems, the plane is going to be a huge success.  When a plane can deliver 20% fuel savings and 
60% of the cost of running an airline is fuel, everybody is going to have to by this plane to stay in 
business.  
Some interesting facts about BA: 
 
 

• BA has produced its 10,000th 737; this is the only plane that Southwest Air flies.  
• Total backlogs on order:  $390 billion, including 4,400 airplanes on order.  
• BA is one of the largest USA exporters, making up 1.8% of all exports. 
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• BA employees 174,000 people in 150 countries.  
• Boeing is also working on unmanned helicopters, a NASA’s space launch system, and won their 

first cyber security contract.  
• BA has cut expenses by $2.2 billion in the last 2 years and plans on another $1.6 billion 

reduction in expenses. 
• The only other competitor producing large planes is Europe’s Airbus, which is a quasi-social 

program with margins that are 1/6th’s of BA’s. This means Europe has to keep pumping money 
into Airbus to facilitate growth.    

 
BA has spent $32 billion on the 787 project. Those costs are already sunk. Currently, they are producing 
2.5 Dreamliners per month at $207 million revenue per plane.  It will be nice when they hit their target 
of producing 10 per month down the road or an annual increase of $18 billion in revenue. This plane 
could out produce the 737, which stands at 10,000 manufactured so far. As of today, they have 890 
Dreamliners on order, better get busy.   
 
 
Newmont Mining(NEM) 
 
Oil production is in a boom, metal mining is in a funk.  We own NEM. We purchased it at a very good 
time, i.e. 2009. NEM is the blue chip of gold mining stocks.  It’s a top world gold producer and the 
largest in the USA.   The stock seemed cheap when we purchased it and I figured the government 
would print money. This looked like an easy winner.  It has not made much money. 
 
Here is the problem; capital spending has gone up 6x in the last 10 years and  ounces of gold produced 
have gone down 35% during the same time.  It’s not just NEM that has the problem, it’s also the other 
monster producers like Barrick.  The costs to find new sources of gold and other metals are going up 
quite a bit faster than inflation.  NEM’s costs were up 12% last year.   Even with production decreasing 
the large producers have decided, pretty much as a group, to appeal to Wall Steet and cut their 
exploration spending and boost free cash flow.   Exploration spending at NEM is going down 25% in 
2013. Depletion of these mines is not going to stop, nor are the costs of finding new sources of 
gold/copper going down.  All-in production costs for gold are about $1,287 per oz.   Currently the price 
of gold is $1,370 per oz. We are getting close to a price where it doesn’t make sense to spend money on 
exploration. Gold will have to go up to fund more exploration. With governments around the world 
printing money, as Japan has just entered the money printing game, I don’t think demand is going to 
decrease either.  
    
Mongolia has vast resources of metals and is one of the few democratic places left with large untapped 
deposits. It is important to note that the Mongolian Government has borrowed $1.5 billion for 
infrastructure projects.  They are going to need mining revenue to pay back this loan.  The Mongolian 
Government owns 34% of the largest new copper and gold mine coming on line in the world in the 
southern part of Mongolia. There has been some disagreement between the Mongolian Government and 
the mine operator (66% owner) over costs at this new mine which has worried investors.  Our 
investment in Mongolia has not made money yet, but as I look at the situation with metal resources 
around the world, it seems more certain that Mongolia is going to work out quite well. 
 
 
 
 

    CHRISTENSEN CAPITAL, LLC               PG. 3 
 



  
  

3/31/2013   
   

    
  

  
  

CURRENT HOLDINGS 
   

       Company Exch. Symbol Shares Current Value Percent 

    
Price 

 
of Assets 

________________________________________________________________________________________________________________________ 

       Other 
  

15000 30.4 $455,550.00 3.15% 
Aspen Technology NAS AZPN 20600 32.3 $665,174.00 4.59% 
Boeing NYSE BA 6500 85.9 $558,025.00 3.85% 
Berkshire Hathaway NYSE BRKb 8500 104 $885,700.00 6.12% 
Crimson Wine Group, LTD OTCBB CWGL 2000 9.3 $18,600.00 0.13% 
Other NAS 

 
257952 0.7 $180,566.40 1.25% 

Other OTC 
 

105000 2.25 $236,250.00 1.63% 
Eastman Chemical Co. NYSE EMN 8670 69.9 $605,772.90 4.18% 
Johnson & Johnson NYSE JNJ 12850 81.5 $1,047,660.50 7.24% 
Leucadia NYSE LUK 20000 27.4 $548,600.00 3.79% 
Mongolia Growth Group Ltd. OTC MNGGF.PK 221200 3.8 $840,560.00 5.81% 
Men's Wearhouse NYSE MW 8550 33.4 $285,741.00 1.97% 
Newmont Mining NYSE NEM 5800 41.9 $242,962.00 1.68% 
Nam Tai Electronics NYSE NTE 141314 13.6 $1,921,870.40 13.28% 
The Pantry, Inc. NAS PTRY 77737 12.5 $969,380.39 6.70% 
Sandridge Energy Inc  NYSE SD 97500 5.27 $513,825.00 3.55% 
Scotts Company NYSE SMG 10100 43.2 $436,724.00 3.02% 
Unilever NV NYSE UN 22645 41 $928,445.00 6.41% 
YUM! Brands Inc. NYSE YUM 32000 71.9 $2,302,080.00 15.90% 

       
 

Cash............................... 
 

$841,041.65 5.81% 

 
Securities......................... 

 
$13,643,486.59 

 
 

Accounts Payable………………………………….. -$8,470.00 -0.06% 

     
___________________ 

 
Net Assets......................... 

 
$14,476,058.24 

 
       
 

Total Shares....................... 
 

$167,546.54 
 

     
___________________ 

 
Share Price........................ 

 
$86.40 

 
 

      

The Bottom Line  
 
It is interesting to note that in North Dakota’s oil boom towns starting wages at Wal-Mart are $17 per 
hour.  Nothing has changed in our economic system since Adam Smith wrote, “The Wealth of 
Nations” in 1776.  Wealth is created when you release resources for better uses. No oil coming out of 
the ground, creates no $17 per hour and probably no Wal-Mart.  Energy independence is at our 
doorstep and looks to be the best way to get this country growing again.   
 
 
 
  
Thank you for your business. 
                    Regards, 
  
         _____________                                                                                                                                                                                                                                                            
         Jon Christensen 
 
 
 

Your money invested like my own, be assured we’re partners in every investment. 
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Investor Information: 
 
Phone Update 
 
Starting 02/01/13 we are going to phase out the telephone 800 number for Target 3’s weekly updated 
share price.  The weekly update will be solely available at our website listed above. 
 
Buy/Sell Periods 
 
Starting 02/01/13 Target 3 will be going to a once a month buy/sell period, which will occur on the 
last day of the month. We will need to have the purchase funds deposited or sell requests received no 
later than the last day of the month.   This change is due to regulations.  The cost of doing an 
accounting period previously at midmonth has become an issue.  
 
K-1 Allocation 
 
The following pertains to those with taxable accounts, i.e. non-IRAs. Due to partnership regulations, 
we will be reporting income on one line and expenses on another line of the K-1.  This means we will 
not net out partnership income against expenses.  The amount of income reported will be higher, but 
it will be taxed at the dividend rate vs. the ordinary income rate prior.  
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
       
     
     
    
       
     
       
     
       
     

 
 
 
 
 
 
 



I can see how hard he has worked to start the company and think he is well underpaid. It has really been fun to 
watch this guy work.  He is a mile a minute type of guy.  
 
 
It is important to understand this country is far from what we would expect in western standards.  With many 
foreigners and capital flowing into the country and the need for western standards, the demand for good 
accommodations and offices is exploding from near a zero base.  In addition, until very recently automobile 
drivers didn’t need car insurance.  That has now changed and MNGGF is taking advantage of the law change.  
In that country, if a pedestrian got hit by a car, it was the pedestrians fault. Bet that will change.  
 
 
 
I then looked for an investment in Mongolia. Their stock market is local and trades for a few hours per day.  I 
would have to open a brokerage account with a local broker.  In addition, the amount of information available 
for a public listed company is fairly scarce and how believable it is without going there was another matter.  
 
 
 
 
 
 
 
 
 
 
 
Financial Folly 
 
Oriental Trading Company 
 
Almost everybody gets the Oriental Trading company catalog.  It is a catalog of party favors and trinkets.   The 
company was founded in 1932 by Harry Watanbe in Omaha, NE.  His son, Terrance, inherited the business in 
1977 and continued to grow the company until he sold it for an undisclosed sum in 2000.  After the sale, 
Terrance was expecting to devote his time and efforts to philanthropy. Within a few years he started gambling at 
Harrah’s casino in Council Bluffs.  By 2005 Terrance was a high roller in Las Vegas.  By 2007 he had managed 
to lose $204 million, in addition, he had borrowed another $14.7 million from the casinos and lost that also.  It 
has been called the biggest losing streak in Las Vegas history.  Court battles ensued and eventually Terrance 
was cleared of his gambling loans.  After Terrance sold Oriental Trading Company it went on to file for 
bankruptcy.  A buyout firm, KKR, brought the company out of bankruptcy in 2011 and recently it was sold for 
$500 million to Berkshire Hathaway.  How ironic would it be if Warren Buffett hired Terrance to run the 
company again?  
 
Stimulus Spending 
 
The annual U.S. budget deficient had been averaging about $300 billion since about 1990. In some years the 
deficient was $400 billion and in some years a surplus.  Since the collapse of the housing bubble in 2008, 
stimulus spending (defined as that deficit above the $300 billion, i.e. the baseline deficit) has gone like this: 
 
                          2008   $159 billion 
  2009   $1.113 trillion 
  2010   $993 billion 
  2011   $1 trillion 
  2012   $789 billion  
                                      --------------- 
  Total    $4.054 trillion 
 



$4.054 trillion is $13,513 per person or $35,561 per household in total stimulus spending.  This stimulus 
spending includes tax cuts plus a whole slew of other spending and bailout programs.  Looking at the graph 
below it’s hard to see the effect of this spending.  Notice there is only one bump on the whole graph; the 
temporary hiring of 635,000 census workers.  The effect of this hiring went away as soon at the census was 
complete.  
 
Of course some would argue that the employment situation would have been a lot worse without the stimulus 
spending.   They could argue that the $1 trillion spend in 2009 lead to the bottom of the employment recession 
in 2010.  Following that argument 2012 would have been a banner year because of the $1 trillion stimulus 
spending in 2011.  In fact, GDP or employment growth in 2012 was little different from 2011.   
 
There is more going on here.  I would argue the size of the decline in employment just reflects the size of the 
excess spending that happened beforehand, i.e. the housing bubble.  Surplus government spending will do 
nothing to fix the prior excesses.   We had too many houses and the only thing that will fix that is time. My take 
is that government spending may just be making the slope of the decline less on the downside and also less on 
the upside.   In the end, it changes nothing other than adding to the size of the government and the amount of 
time people are out of work.  1948 was a bad recession, the job losses lasted only 13 months and in total it took 
22 months to get back to normal.  Currently, after 5 years, with huge stimulus we still are not back to normal.   
 
All and all the effect of Government stimulus spending seems rather dubious to me at best and at worst it makes 
things worse.  For some reason we hold the government responsible for the economy, aren’t most of these guys 
lawyers? 
 
 
 
 
 
 

 
 
 
SandRidge Energy 



 
When hard charging hedge fund managers butt head with hard charging CEOs you can get some fireworks. 
Normally, when a firm is doing ok the investors stay out of the way of management.  CEOs can run the show. 
 
 
Copper supplies are also critical to the growth of emerging countries and many industrial applications.  
The bottom line here is these metals are going to continue to be in demand and Mongolia has a large 
supply 
 
 
 
No wonder gold prices have been up over the last several years.  I don’t have an answer as to why the 
price of gold has dropped over 10% in the last 6 months though.  In any event, gold prices will likely go 
up in the future, exploration budgets in the short run are being cut so the supply will likely go down, 
driving the price up such that mining companies will search again.  
 
Copper is usually found also when mining gold.  There is a very high correlation with the amount of 
copper consumed as GDP per capita goes up.  The consumption flattens out at about $20,000 per year 
in GDP per capita.  Both India and China have quite a ways to go before their demand will flatten out.  
Costs at copper mines are also going up as the quality of the ore decreases.  
 
First, costs go up with general inflation, in addition, mines are having to go deeper and the grades are 
lower, i.e. you have to move a much more rock for the same yields.  Unless there is an unforeseen leap 
in technology, these costs are going to continue to march upward year after year.  
 

 


